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DECISION  NO.  40 
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FIXING  REASONABLE  FEES  FOR  ATTORNEYS  OR 
AGENTS  UNDER  THE  AUTHORITY  OF  SECTION  9  OF 
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DOCKET  NO.  7280 


Hedwig  Meyer,  Claimant 
Whitman  <&,  Knauth,  Inc.,  Agent 


The  above-named  claimant  has  duly  filed  with  the  American  Com- 
missioner a  written  request  that  he  fix  a  reasonable  fee  to  be  paid 
by  her  to  her  agent,  Whitman  &  Knauth,  Inc.,  of  New  York  City, 
N.  Y.,  as  compensation  for  whatever  services  have  been  rendered  by 
the  agent  on  behalf  of  and  with  the  authorit}^  of  the  claimant,  such 
services  being  of  the  character  described  in  the  provisions  of  Section 
9  of  the  "  Settlement  of  War  Claims  Act  of  1928." 

The  claimant  has  objected  to  the  amount  of  the  fee  asked  by  the 
agent  on  the  ground  that  it  is  excessive,  and  the  agent  and  its  at- 
torneys, Katz  &  Sommerich,  of  New  York  City,  have  been  notified 
of  the  filing  by  the  claimant  of  her  request  that  a  reasonable  fee  be 
fixed.  The  agent  and  its  attorneys,  in  response  to  a  request  by  the 
American  Commissioner,  have  filed  with  him  two  affidavits,  sworn 
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to,  respectively,  by  Mr.  William  Marx  and  Mr.  Frederick  L.  Cramer, 
giving  the  information  which  they  desire  to  have  considered  by  the 
Commissioner  as  showing  the  reasonableness  of  the  fee  asked,  which 
information  has  been  brought  to  the  attention  of  the  claimant,  who 
has  filed  a  letter  in  reply,  a  copy  of  which  has  been  transmitted  to 
the  attorneys  for  the  agent. 

In  this  case  an  award  was  rendered  by  this  Commission  on  Novem- 
ber 8,  1926,  on  behalf  of  the  claimant,  for  $13,450,  with  interest 
thereon  at  the  rate  of  five  per  cent  per  annum  from  August  10,  1917, 
to  the  date  of  payment.  The  total  amount  received  by  the  claimant 
from  the  Treasury  Department  in  payment  of  this  award  was 
$20,793.78. 

The  amount  of  the  fee  asked  by  the  agent,  which  includes  the 
services  of  its  attorneys,  Katz  &  Sommerich,  and  all  expenses  and 
disbursements,  is  a  sum  equal  to  fifteen  per  cent  of  the  amount  re- 
ceived by  the  claimant  from  the  Treasury  Department  in  payment 
of  her  award. 

The  following  chronological  review  of  the  sequence  of  events  in 
this  case,  which  are  pertinent  to  the  present  proceeding,  as  shown  by 
the  records  of  this  Commission  and  by  the  information  filed  by  the 
parties,  will  tend  to  clarify  a  rather  confused  situation  and  will 
assist  in  determining  the  authority  of  Katz  &  Sommerich  to  act  on 
behalf  of  the  claimant  before  this  Commission  and  the  extent  and 
value  of  the  services  rendered  by  the  agent  and  its  attorneys. 

Prior  to  and  during  1922,  Knauth,  Nachod  &  Kuhne  was  a  firm  of 
bankers  and  brokers  in  New  York  City.  Mr.  Marx  was  the  manager 
of  its  power  of  attorney  department.  Katz  &  Sommerich,  with 
whom  was  associated  Professor  Edwin  M.  Borchard  as  special 
■counsel  in  international  matters,  were  its  attorneys  in  claims  before 
this  Commission.  On  October  25,  1922,  the  Department  of  State, 
by  a  circular  notice,  informed  Knauth,  Nachod  &  Kuhne  of  the 
presentation  of  claims  before  this  Commission,  which  had  then  been 
recently  organized.  This  notice  stated  that  claims  of  the  character 
described  in  the  notice  should  be  presented  to  the  Department  of 
State  "  on  or  before  January  1,  1923." 

On  or  about  November  27,  1922,  the  claimant  herein  called  at  the 
office  of  Knauth,  Nachod  &  Kuhne,  stating  that  she  had  a  bank 
account  in  the  sum  of  127,005  marks  with  the  Deutsche  Bank,  Biele- 
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feld.  Mr.  Marx  informed  her  of  her  right  to  file  a  claim  with  the 
Commission  and,  at  her  request,  drew  up  a  petition  in  support  of 
her  claim. 

In  December,  1922,  Knauth,  Nachod  &  Kuhne  sent  to  this  claim- 
ant, and  to  other  customers  who  had  claims  against  Germany,  a 
circular  letter  calling  attention  to  the  establishment  of  this  Com- 
mission, outlining  briefly  its  jurisdiction,  and  describing  generally 
the  nature  of  evidence  required  in  support  of  proper  claims.  This 
letter  also  stated : 

According  to  our  records,  you  have  a  claim  coming  within  the  above  cate- 
gories and  we  shall  be  pleased  to  have  the  necessary  papers  prepared  for  you. 
If  you  desire  to  avail  yourself  of  our  offer,  please  communicate  with  us  imme- 
diately and  send  us  the  evidence  of  citizenship  as  above  stated.  Our  charges 
for  filing  your  claim  with  the  Mixed  Claims  Commission  and  all  services  to  the 
ultimate  collection  thereof  will  be  5%  plus  attorneys  fees  and  disbursements 
not  to  exceed  an  additional  10%  on  the  net  amount  in  dollars  so  collected. 

On  December  28,  1922,  Katz  &  Sommerich  filed  with  the  Depart- 
ment of  State  the  petition  of  Knauth,  Nachod  &  Kuhne,  to  which 
was  attached  a  list  of  over  500  claims,  including  this  claim.  The 
attorneys  requested  leave  to  supply  at  a  later  date  "  and  as  soon  as  it 
is  possible  to  gather  the  same  "  proof  of  American  citizenship  and 
details,  proofs  and  facts  in  support  of  the  listed  claims. 

On  December  29  the  claimant  herein  signed  and  verified  a  petition 
in  support  of  her  claim.  This  petition  stated  that  the  claim  was 
based  on  an  inheritance  from  the  claimant's  father,  Carl  Quartier 
(who  died  in  Germany  in  1913),  and  was  included  in  the  list  of 
claims  filed  with  this  Commission  on  December  28  by  Knauth,  Nachod 
&  Kuhne,  "  my  attorneys  in  fact." 

On  January  16,  1923,  the  American  Agent  notified  Katz  &  Som- 
merich of  the  receipt,  by  reference  from  the  Department  of  State,  of 
the  petition  and  list  of  claims.  In  June,  1923,  Knauth,  Nachod  & 
Kuhne  became  bankrupt.  Thereafter,  by  a  purchase  agreement 
entered  into  with  the  Trustee  in  bankruptcy,  the  agent  herein,  Whit- 
man &  Knauth,  Inc.,  a  domestic  corporation,  of  which  Mr.  Marx  is 
the  manager,  became  the  successors  of  the  bankrupt  firm's  power  of 
attorney  department.  Katz  &  Sommerich  continued  as  the  attorneys 
for  the  agent  before  this  Commission. 

On  or  about  March  4,  1924,  Whitman  &  Knauth,  Inc.,  the  agent 
herein,  communicated  with  the  claimant,  requesting  additional  evi- 
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dence  in  support  of  her  claim.  On  March  13  the  agent  transmitted 
to  Katz  &  Sommerich,  its  attorneys,  the  claimant's  petition,  verified 
December  29,  1922,  together  with  a  certificate  of  naturalization  of 
Chas.  Meyer,  the  claimant's  husband.  On  March  17  the  attorneys, 
after  calling  the  attention  of  the  agent  to  the  absence  of  supporting 
evidence,  either  that  the  money  in  question  was  actually  on  deposit 
or  that  the  claimant  was  the  wife  of  Chas.  Meyer,  sent  the  papers  in 
this  claim  to  the  American  Agent  for  filing  with  this  Commission. 

On  October  2,  1924,  this  Commission  rendered  Administrative  De- 
cision No.  IV,  dealing  with  estate  claims,  by  which  a  basis  of  liability 
and  method  for  determining  the  amounts  to  be  awarded  was  adopted. 
On  February  28,  1925,  the  American  Agency  wrote  to  the  attorneys 
in  regard  to  the  procedure  to  be  applied  in  settling  claims  of  this 
character,  and  enclosed  waivers  for  execution  by  the  claimant.  On 
September  30  the  agent  obtained  the  claimant's  signature  to  these 
waivers,  and  on  October  9  the  attorneys  filed  these  waivers  with  the 
American  Agency.  On  December  4  a  conference  was  held  in  New 
York  City  between  the  attorneys,  including  Professor  Borchard,  and 
representatives  of  the  American  and  German  Agencies,  in  regard  to 
the  claims  listed  in  the  petition  of  Knauth,  Nachod  &  Kuhne.  As 
a  result  of  this  conference,  many  of  the  claims  originally  filed  were 
withdrawn  or  dismissed,  for  lack  of  evidence  or  on  other  grounds. 

The  claim  herein  was  the  subject  of  an  investigation  by  the  German 
Agent,  who,  on  July  7,  1926,  made  a  report  offering  not  to  oppose 
an  award  in  the  amount  of  $13,450,  with  interest  from  August  10, 
1917.  On  July  20  the  American  Agent  forwarded  a  copy  of  this 
report  to  the  attorneys;  and  it  was  duly  communicated  by  the  agent 
to  the  claimant  and  by  her  accepted.  On  July  31  the  attorneys  noti- 
fied this  Commission  that  the  award  suggested  was  "  satisfactory  to 
the  claimant.*'  Thereafter,  on  November  8,  an  award  was  rendered 
on  behalf  of  the  claimant  for  the  amount  above  mentioned. 

On  January  31, 1927,  the  claimant,  by  a  power  of  attorney,  author- 
ized the  agent  herein  to  prosecute  her1  claim  and  to  remit  the  pro- 
ceeds of  whatever  might  be  realized.  The  power  of  attorney  ex- 
pressly revoked  all  powers  of  attorney  previously  given,  and  it  con- 
tained powers  of  substitution.  It  assigned  to  the  agent  so  much  of 
the  claimant's  right,  title,  and  interest  in  the  claim  "  as  will  cover 
whatever  cost  and  expenses  "  the  agent  "  may  have  reasonably  sus- 
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rendered  "  by  the  agent  or  its  attorneys. 

On  April  18,  1928,  following  the  enactment  of  the  "  Settlement  of 
War  Claims  Act  of  1928,"  the  agent  wrote  a  letter  to  the  claimant 
enclosing  (1)  a  form  of  application  for  payment  of  her  award,  which 
it  requested  her  to  execute  and  return  for  filing  with  the  Treasury 
Department,  and  (2)  a  form  of  letter  addressed  to  the  American 
Commissioner,  "  showing  the  consent  and  satisfaction  with  the  charge 
of  15%  of  the  amount  collected  which  includes  the  fees  of  our  attor- 
neys," which  it  requested  the  claimant  to  sign  and  which  "  we  intend 
to  file  with  the  Commissioner,  thereby,  in  our  opinion,  considerably 
expediting  the  payment  of  the  award."  This  form  of  letter  is  as 
follows : 

This  is  to  advise  you  [the  American  Commissioner]  that  the  fee  charged  by 
my  attorney  in  fact,  Whitman  &  Knauth,  Inc.,  and  by  Messrs.  Katz  &  Sommerich, 
as  counsel,  for  the  preparation  and  presentation  of  my  claim  before  the  Commis- 
sion, namely  15%,  inclusive  of  disbursements,  is  satisfactory  to  me,  and  that 
I  hereby  waive  the  right  to  object  to  the  same  within  the  period  of  ninety  days 
prescribed  by  the  Settlement  of  War  Claims  Act  of  1928. 

Although  it  does  not  appear  that  the  claimant  had  at  any  time 
previouly  objected  to  the  charge  of  fifteen  per  cent  for  agent's  and 
attorneys'  fees,  suggested  by  Knauth,  Nachod  &  Kuhne,  in  December, 
1922,  she  did  not  sign  or  return  this  form  of  letter,  nor  did  she  exe- 
cute and  return  to  the  agent  the  form  of  application  for  payment  of 
her  award.  Instead,  she  requested  the  American  Commissioner  to 
fix  a  reasonable  fee,  under  the  provisions  of  Section  9  of  the  "  Settle- 
ment of  War  Claims  Act  of  1928,"  and  she  also  applied  for  and  re- 
ceived direct  from  the  Treasury  Department,  on  or  about  June  13, 
1928,  the  sum  of  $20,793.78,  in  payment  of  her  award. 

The  claimant  states  in  her  letter  of  August  13,  1928 : 

My  original  agents  were  Knauth,  Nachod  &  Kuhne,  *  *  *  This  firm 
*  *  *  went  into  bankruptcy  and  Whitman  &  Knauth  agreed  to  go  on  with 
the  claim  for  a  15%  fee.  At  that  time,  I  agreed  to  this,  but  since  then  judg- 
ing from  their  letters  and  by  the  provisions  in  the  Mixed  Claims  Act  that  seems 
to  want  to  protect  claimants  against  exorbitant  agents  fees,  I  honestly  think 
they  are  not  entitled  to  15%  for  the  services  rendered     *     *     * 

I  have  never  received  any  communications  from  Katz  &  Sommerich,  so  can 
not  say  what  services  they  rendered  me. 
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The  claimant  further  states  that  in  April,  1924,  she  paid  the  agent 
herein  the  sum  of  $27.50  for  services  and  expenses  "  from  about  No- 
vember, 1922,  to  April  1924,"  for  "  preliminary  work  which  Knauth, 
Nachod  &  Kuhne  performed  (and  which  was  probably  the  most  dim- 
cult)."  It  appears,  however,  that  this  payment  represented  services 
and  expenses  in  connection  with  the  estate  of  Fritz  Quartier,  the 
claimant's  brother,  who  died  in  Germany  in  1922,  and  has  no  connec- 
tion with  the  claim  before  this  Commission. 

Under  the  circumstances  which  appear  in  this  case,  in  fixing  a  rea- 
sonable fee  to  be  paid  to  the  agent  herein,  it  is  necessary  to  take  into 
consideration  not  only  the  services  rendered  by  it,  but  also  the  serv- 
ices rendered  by  its  attorneys,  Katz  &  Sommerich,  and  its  predecessor, 
Knauth,  Nachod  &  Kuhne,  in  connection  with  the  preparation  of 
this  claim  and  the  proceedings  before  this  Commission.  Although 
the  claimant  dealt  only  with  Knauth,  Nachod  &  Kuhne  or  the  agent 
herein,  and  not  with  their  attorneys,  it  is  clear  that  the  American 
Agency  dealt  only  with  these  attorneys,  and  not  with  the  claimant 
or  her  agents.  As  early  as  December,  1922,  the  claimant  was  in- 
formed that  the  charges  of  Knauth,  Nachod  &  Kuhne  would  be  "  5% 
plus  attorneys'  fees  and  disbursements  not  to  exceed  an  additional 
10%  on  the  net  amount "  collected.  The  claimant  states  that  fol- 
lowing the  bankruptcy  of  this  firm,  the  agent  herein  "  agreed  to  go 
on  with  the  claim  for  a  15%  fee,"  and  at  that  time  she  agreed  to  it. 
And  in  her  power  of  attorney,  executed  January  31,  1927,  the  claim- 
ant expressly  approved  a  fee  for  the  agent  that  would  cover  its  costs 
and  disbursements  plus  a  fee  "  commensurate  with  the  services  "  ren- 
dered by  the  agent  and  its  attorneys. 

The  services  rendered  by  the  agent  and  its  attorneys  extended 
through  a  period  of  upwards  of  five  years,  during  which,  on  account 
of  the  contingent  character  of  the  arrangement  under  which  this 
claim  was  prosecuted,  they  received  no  compensation,  and  there  was 
always  the  chance  that  they  might  never  receive  any  compensation. 
The  claimant  has  received  payment  of  her  award,  but  no  fee  has  been 
paid  by  her  for  the  services  rendered  by  the  agent  or  its  attorneys, 
and  they  have  not  even  been  reimbursed  for  the  expenses  necessarily 
incurred,  and  they  do  not  hold  any  security  for  payment  of  their 
fees.  In  support  of  the  reasonableness  of  the  fee  asked,  the  agent 
and  its  attorneys  state,  in  the  affidavits  filed  in  this  proceeding,  that 
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they  were  employed  in  over  200  other  cases  before  this  Commission, 
in  which  awards  were  rendered,  and  that  in  the  vast  majority  of 
these  cases  the  fee  of  fifteen  per  cent  was  consented  to  in  writing  by 
the  various  claimants.  These  consents  have  been  filed  with  the 
American  Commissioner,  and  in  six  claims  only,  including  this  claim, 
the  claimants  have  requested  the  American  Commissioner  to  fix  a 
reasonable  fee  to  be  paid  to  this  agent  and  its  attorneys. 

The  extent  and  character  of  the  services  rendered  on  behalf  of  this 
claimant  have  been  outlined  at  length  and  are  also  set  out  in  consid- 
erable detail  in  the  affidavits  filed  in  this  proceeding.  The  claimant 
has  accepted  the  benefits  derived  from  these  services. 

On  the  information  submitted  and  the  facts  presented  by  the  record 
in  this  case,  the  American  Commissioner  holds  that  the  amount  of 
compensation  asked  by  the  agent  and  its  attorneys  is  reasonable,  not 
merely  because  the  claimant  impliedly  agreed  to  it  at  the  time  she 
voluntarily  placed  this  claim  with  Knauth,  Nachod  &  Kuhne,  but 
also  because  she  reaffirmed  this  agreement  by  her  power  of  attorney 
of  January  31,  1927,  to  the  agent  after  the  award  was  made  and  the 
amount  of  the  award  and  the  extent  of  the  services  rendered  were 
known  to  her.  The  reasonableness  of  the  proposed  fee  is  also  sup- 
ported by  the  fact  that  the  basis  of  payment  was  contingent  upon 
securing  and  collecting  an  award,  so  that  the  agent's  services  were 
rendered  with  the  certainty  of  considerable  delay  in  receiving  its  fee 
and  with  the  possibility  that  no  fee  might  ever  be  paid.  The  reason- 
ableness of  the  proposed  compensation  is  also  justified  when  meas- 
ured by  the  value  of  the  services  rendered,  coupled  with  the  fact  that 
such  compensation  covers  all  expenses  incurred. 

Now,  therefore,  in  the  circumstances  above  set  forth,  and  in  view 
of  the  considerations  stated  in  the  general  Jurisdictional  and  Admin- 
istrative Decision  rendered  by  the  American  Commissioner  under 
date  of  September  28,  1928,  and  after  careful  examination  and  full 
consideration  of  the  information  furnished  in  this  proceeding  by  the 
agent,  its  attorneys,  and  the  claimant,  and  by  the  records  of  this 
Commission  pertinent  to  the  questions  involved,  and  after  due  delib- 
eration thereon, 

The  American  Commissioner  decides  and  fixes  as  the  reasonable 
fee  to  be  paid  by  the  claimant,  Heel  wig  Meyer,  to  her  agent,  Witman 
&  Knauth,  Inc.,  in  this  case,  an  amount  equal  to  fifteen  per  cent 
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of  the  amount  received  by  the  claimant  from  the  Treasury  Depart- 
ment in  payment  of  the  award  rendered  on  her  behalf,  the  said  fee 
to  include  the  services  of  Katz  &  Sommerich,  the  attorneys  for  the 
agent,  and  all  expenses  and  disbursements,  and  to  be  paid  by  the 
said  claimant,  and  received  by  the  agent  for  itself  and  its  attorneys 
as  full  compensation  for  all  services  rendered  in  the  prosecution  and 
collection  of  this  claim,  as  defined  by  Section  9  of  the  "  Settlement 
of  War  Claims  Act  of  1928." 
Done  at  Washington,  D.  C,  this  25th  day  of  June,  1929. 

Chandler  P.  Anderson, 
American,  Commissioner, 
Mixed  Claims  Commission, 
United  States  and  Gemnany. 
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